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Overview

This report summarizes results of a Minnesota tourism and hospitality industry survey that
was conducted in early March of 2021. The survey was conducted as part of an ongoing
guarterly survey series, under a partnership of Explore Minnesota, Hospitality Minnesota

and the Federal Reserve Bank of Minneapolis. These surveys cover a broad cross-section

of the statebs tourism and hospitality ind
food/ drink establishments, a variety of at
and other businesseso that s up-fading bugiressess an
Surveying in this series is conducted jointly, but survey results are analyzed and reported
separately by the partner organizations.

commo
sines

Winter 2021 (i.e., December 2020 through February 2021) business activity levels were
down substantially from a year earlier, with over half of respondents indicating that revenue
(54%) and customer traffic (57%) were significantly lower in winter 2021. Nonetheless,
winter 2021 results showed improvement in business activity, compared with late 2020
results from the last survey conducted in December. As was the case in late 2020,
food/drink establishments reported the worst business activity levels (i.e., the strongest
year-over-year winter declines). Accommodations and allied services reported the best
activity levels, though results for these sectors also showed many respondents with
significantly lower business. Within accommodations, resorts fared much better than hotels
and motels. Geographically, the metro reported the worst, and the two northern Minnesota
regions reported the best winter business levels. Expectations for upcoming business
through May are substantially higher than results for winter, though expectations are based
on comparisons with pandemic-impacted months of 2020.

| mproved financi al heal th and solvency pro 0\l
results. Respondents were roughly evenly split between overall positive and overall a g Q
negative current financial health, with the biggest change being a two-thirds reduction in z !;m, = &

the portion of respondents who rated their financial health as declining, down from 49% in oIl | e woWE™

late 2020 to 16% this winter. Also, the portion of respondents for whom solvency is not in
question doubled in the three months since the last survey, from 20% to 42%. Still, 27% of
respondents to the winter survey said they could remain solvent for no more than 6
months. Solvency concerns continue to be most immediate for food/drink establishments
and hotels. Expectations for the timing of a return to pre-pandemic business levels have
shifted further into the future, compared with late 2020 results. The biggest shift was an
increase in the portion of respondents expecting recovery in 2022.

Credit: North Couﬁiry Cottages
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Responses by
Business Category

A The survey received a total of 466
responses from a cross-section of the
tourism and hospitality industry. Despite
being down one third from the number of
responses to the late 2020 survey
conducted in December, 466 is a high
number of responses relative to other
industry surveys Explore Minnesota has
conducted in recent years. Due to
duplication of businesses on survey
partnerso invitation
to determine response rates for the
survey.

A Compared with the December survey, the
composition of winter survey respondents
shifted toward overnight accommodations
(up five points from 45% in the late 2020
survey) and attractions (up four points),
and away from food/drink establishments
(down eight points) and allied and other
services (down one point).

Business type: Which of the following best describes your primary business activity?

60%

50%

40%

30%

20%

10%

0%

50.4%

27.0%

12.5%

10.1%

Overnight accommodation

Food/drink establishment

Attraction/entertainment
company

B

Allied & other businesses
(goods & services)
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Responses by Business Category (cont.) Which of the following best describes your overnight
accommodation business?
A Within overnight accommodations, most of the 306 respondents

represented hotel/motels (114) and resorts (76). Because of the 60%

low number of responses in other accommodation categories

(i.e., 17 for B&B/historic inns and 13 for campgrounds), only

hotel/motels and resorts are broken out in this report, when

comparing results within accommodations. 48.7%

50%
A Within food/drink establishments, 60% of the 126 respondents
represented restaurants (75). Another 19% represented
breweries, taprooms, wineries or distilleries (24) and 5%
represented bar/clubs (6). For this analysis, all food/drink 40%
respondents are considered together as food/drink
establishments. 32,50

A When comparing results from this winter survey with results 30%

from the December survey, it is important to note the decrease

In representation by restaurants, since restaurants have

suffered some of the greatest losses among business

categories surveyed over the course of the pandemic. 20%
Restaurants made up 16% of respondents to this winter survey,

compared with 25% for the late 2020 survey.

A Within attraction/entertainment, 29% of the 58 respondents 10%
represented museum/galleries (17). Another 29% checked 5.6% 6.0%
Aot hero (17), specifying a wide
Theater/performance (4 respondents), tours/excursions (6) . .
made up the balance of attraction entertainment respondents. 0%

For this analysis, attraction/entertainment respondents will be Resort Hotel/motel ~ B&B/historic inn  Campground  Other (please
considered together as attractions/entertainment, or just specify)
attractions.

7.3%
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Winter Business
Activity Results

A Business was down substantially in
each of three measures of winter
activity, compared with winter a year
ago. 54% of respondents said revenue
was significantly lower this winter, while
57% said customer traffic was
significantly lower and 35% said average
customer spending was significantly
lower.

Nonetheless, each of these results of

winter 2021 business declines showed
improvement, compared with late 2020
results. For both revenue and customer
traffic, Asignificant
declined 11 points from late 2020 to

winter 2021.

A Accordingly, compared with late 2020
results, winter business activity results
for most other response options
registered increases.

Recent business activity: How was business activity at your firm over the last three months
(Dec-Jan-Feb) compared with the same period a year ago?

60%

50%

40%

30%

20%

10%

0%

54.4%

16.5%

12
11.0%

56.8%

4%

5.7%

Revenue/sales

m Significantly lower

® Somewhat lower

11.6%

35.1%

5.6%

Customer traffic/total customers

m Little or no change

Somewhat higher

31.6%

18.2%

13.6%

1.6%

Average customer spending

Significantly higher
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Winter Business Winter Revenue/Sales, by Primary Business Activity

Activity Results (continued) 80% 2%
70% 64.3%
A While winter business activity at 60%
food/drink establishments was hit the 45.6%
. L e 50% o
hardest (i.e., 72% with significantly lower 38.3%
revenue and 77% with significantly lower 0% .
customer traffic), each of the other three 30% 17.1% 12'“’21 3%
business c/ategories (i.e., A 20% 17.1% 14.8% 16.4% 17.9% 8ot 3% oo
9% .
attractions/events, overnight 1% 5 504 6.0% 5 50 5.4 8 5 6%
accommodations and allied and other L 17% | -
businesses) reported substantial 0% —
declines in winter business activity as Q16: Overnight accommodation Q16: Food/drink establishment Q16: Attraction/entertainment Q16: Allied & other businesses
well. company (goods & services)
Following food/drink, attractions/ m Significantly lower Somewhat lower  ®Little or no change Somewhat higher Significantly higher
entertainment respondents had the next
highest incidence of significantly lower : , : : .
business, followed by overnight Winter Customer Traffic/Total Customers, by Primary Business Activity
accommodations and allied businesses. 90% 2
_ 80% 77.2% i
However, as was the case with overall 20% 68.4%
results, winter business activity results 60%
improved for each business category, c09,  46:2%
mpared with late 2020. 39.1%
comparediwitilate:2020 40% 15.7% 17.4%
30% 10.5% 23.9%
16.1% 9 9
20% R R 15.5% 105% | 8.8% 8.7% | 10.9%
0%
Q16: Overnight accommodation Q16: Food/drink establishment Q16: Attraction/entertainment Q16: Allied & other businesses
company (goods & services)
m Significantly lower Somewhat lower  mLittle or no change Somewhat higher Significantly higher
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Winter Business
Activity Results (continued)

A Within accommodations, resorts fared
considerably better than hotel/motels
this winter. Only 38% of resort
respondents experienced lower revenue,
compared with 87% of hotel/motel
respondents. However, both of these
marked incremental improvement
compared with late 2020.

A Similarly, only 41% of resort
respondents experienced lower
customer traffic, compared with 86% of
hotel/motel respondents. 33% of resort
respondents experienced higher winter
revenue, compared with just 5% of
hotel/motel respondents.

80%
70%
60%
50%
40%
30%
20%
10%

0%

80%
70%
60%
50%
40%
30%
20%
10%

0%

Winter Revenue/Sales, By Primary Business Activity

69.1%
28.4%  26.9%
19.4% 19.4% 18.2%
. 6% e 3.6% 4.6% 4.6%
|
Q17: Resort Q17: Hotel/motel
m Significantly lower Somewhat lower  mLittle or no change Somewhat higher Significantly higher

Winter Customer Traffic/Total Customers, by Primary Business Activity

70.8%
23.204 26.1% 26.1%
17.4% 15.0%
| 7.3% . 3.5% 6.2% 4.4%
I
Q17: Resort Q17: Hotel/motel
m Significantly lower Somewhat lower  mLittle or no change Somewhat higher Significantly higher
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Winter Revenue/Sales, by Minnesota Region

Winter Business

.. ) 90%
Activity Results (continued) 81.0%
80%
A Geographically, the metro region fared 70%
considerably worse than greater Minnesota 60% 54.4%
overall this winter. Furthermore, metro winter
. . . . 50% 43.9%
business activity remained essentially 37.0%
unchanged from late 2020. 40% 32 6% 4% 31.03% 24 1% / 19.3%
30% 12.4% B sw N 11.4% 14.9%
. - o . 0
A However, winter business activity improved 20% 19 1% " 60/107 2% 2 600 B 3.8% /17.5% /
considerably in each of the four greater ’ - '

o o - . 0 B A
Minnesota regions, compared with late 2020. 10% 2.2% 25% | 139 4.4%
As in late 2020, even as their position relative 0% ] —
to each other remained unchanged. Southern Northeast Northwest Southern Metro Central
Mlnnesr(?ta r?SponSentS were mQSt ||ke|3|/ to m Significantly lower Somewhat lower  ®Little or no change Somewhat higher Significantly higher
report that winter business activity was lower
this year, followed by respondents from the
central, northeast and northwest regions in Winter Customer Traffic/Total Customers, by Minnesota Region
that order. 90% o 2

. 0

: 80%
Relative to late 2020 results, the two northern )
regions and the central region showed 70% 62.2%
substantial increases in the portion of 60%

, 47.8%
respondents whose business was up 50% 12.8% 20 2%
compared with a year ago. 409% 36.2% o1 2% 21.2% —* 16.8%
' 27.3% | 15.2% 0

For the metro region, 92% of respondents said 2% ~121% — i

. glon, ponde 20 [E14.9%| 1490 L | — 220 [ 140% 2.4% 15.0%
winter revenue was lower compared with last 0% 8.9% .

o E o N N 0, .
year, including 81% who said revenue was ° .2-2% 3.1% | 1.2% 3.5%

C 0% -
significantly lower.

Northeast Northwest Southern Metro Central
m Significantly lower Somewhat lower  ® Little or no change Somewhat higher Significantly higher
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Outlook/Future Outlook/Future business activity: What are your expectations for the coming three months
Business Activity

(March-April-May) compared with last year?

A March 2021 marks the one-year anniversary 40%
of significant pandemic-related business
declines. Because of this, March ushers in a 36.7%
stretch of time when even very low business
levels can represent increases, when
compared with the same period a year ago.
This concept provides important context
when viewing results for questions that ask 30%
about year-over-year comparisons.

32.8% 32.6%

Expectations for business activity in March 25.8%
through May are substantially higher than
results for winter activity that have been 22.8%
covered up to this point in the survey. 42%
of respondents expect revenue to be up and 19.4%

. 0, .
43% expect customer traffic to be up, 20%
compared with the same period last year. 17.0%
However, 35% of respondents expect 15.9% 15.3%
revenue to be down and 37.5% expect
customer traffic to be down, including
roughly one in five respondents expecting
significantly lower levels for each measure.

20.5% 20.5%

16.4%

10% e 9.2% 9.5%

It is hard to know for sure how much these

higher expectations reflect true optimism 5.8%
among respondents, and how much they

merely reflect the very low activity levels

experienced during these months a year

ago.

= 0%

ewer respondents expect average

customer spending to change in March
through May, with 37% expecting little or no m Significantly lower = Somewhat lower m Little or no change  ~ Somewhat higher = Significantly higher
change and identical portions of

respondents expecting average spending to

be down or up, with 32% each direction.

Revenue/sales Customer traffic/total customers Average customer spending
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Financial Health

A This winter survey saw a dramatic,
positive shift 1 n res
of their current financial health, compared
with late 2020 results. The biggest
change was a two-thirds reduction in the
portion of respondents who rated their
health as declining, down from 49% in
| ate 2020 to 16% 40% 39.5%

15.6%

negativeo was the
that saw an increase from 27% in late
2020 to 34% this winter. In total, about 33.8%
half of winter respondents reported
overall negative financial health (i.e.,
declining or fAstabl e, 30%
from 76% in late 2020.
A The remaining half of winter respondents
reported overall positive financial health,
i ncluding growing (11
positiveo (40%). Comp 20%
2020, the portion of respondents in both
of these categories roughly doubled.
11.1%
10%
0%

Growing Stable, but positive Stable, but negative Declining

Financial health: How would you rate your business' current financial health?

50%
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Financial Health
(continued)

A Compared with late 2020 results, all
business categories showed
improvement in financial health results on
the winter survey. There was also less
variation in financial health results,
across business categories.

A Food/drink and attractions again had
overall negative financial health, where
the portion of negative responses
exceeded positive responses. Allied
businesses had the most positive health,
with 62% of respondents reporting either
growing (21%) or dAst a
(40%) financial health. Accommodations
also registered overall positive health,
including 14% of accommodations
responding that their financial health was
growing.

A Within accommodations (breakout not
displayed here), 80% of resorts reported
overall positive financial health, including
21% growing. By contrast hotel/motels
were at 30% overall positive, including
only 3% growing. (A breakout of
accommodations is not shown here.)

Regionally (breakout not displayed here),
the metro had the largest portion of
respondents with overall negative results
(71%), and the northeast had the most
overall positive results (73.5%).

50%

40%

30%

20%

10%

0%

Financial health: How would you rate your business' current financial health?

39.9%

13.7% 13.7%
5.7%
3.5%

Q16: Overnight
accommodation

32.6%

(by Primary Business Activity)

44 .8%

40.7% 40.4%

35.8%
32.8%

23.4%
21.3%

19.0%
17.9%

14.9%

Q16: Allied & other
businesses (goods &
services)

Q16: Food/drink
establishment

Q16: Attraction/entertainment
company

Stable, but positive Stable, but negative  ® Declining
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Solvency

A As with financial health, the solvency
picture of tourism and hospitality
businesses improved considerably
between late 2020 and this winter survey.

Solvency: Under current business conditions, how long could your firm remain solvent?

50%

A The portion of respondents for whom
solvency is not in question doubled in the
three months since the last survey, from 40%
20% to 42%. Also, the portion saying they
could remain solvent for 6-12 months
increased from 23% to 32%.

41.6%

31.5%

A However, many tourism and hospitality

businesses still need conditions to 30%
improve, with 10% responding that they
can remain solvent for no more than 3
months under current conditions, and
another 17% for 4-6 months. Altogether,
27% of winter respondents said they

X 20%
could remain solvent for no more than 6 .
months, down from 57% in late 2020. 16.6%

10% 8.5%
1.8%
0% N

less than 1 month 1-3 months 4-6 months 6-12 months Indefinitely i solvency
is not in question
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Solvency (continued) Solvency: Under current business conditions, how long could your firm remain solvent?

A The urgency remains greatest for (by Primary Business Activity)
food/drink establishments, with 14%
saying they can remain solvent under 60%
current conditions for no more than 3 55.6%
months. But that portion is down from
46.5% in late 2020. Furthermore, 23% of
food/drink establishments say their 50% 48.7%
solvency is not in question, up from 5% in
late 2020. Accommodations saw similar
improvements, 8% saying they can 42.6%
remain solvent under current conditions
for no more than 3 months (down from 40% 38.5%
22% in late 2020) and 49% saying their
solvency is not in question (up from 27%

in late 2020).
29.5% 29.6%

Many hotel/ motels (breakout not 30%
displayed here) continue to face solvency 24 4%
challenges, with 13% saying they can 23.0%

remain solvent for no more than 3 21.3%

months. However, this portion is down 20%

from 29.5% in late 2020. o 16.7% 15.6%
270 13.1%

10%

7.1% 7.4%

4.1%

3.7% 4.4%
0.5%

m -
0% —

Q16: Overnight accommodation Q16: Food/drink establishment Q16: Attraction/entertainment Q16: Allied & other businesses
company (goods & services)

mless than 1 month  ®1-3 months 4-6 months  m6-12 months Indefinitely i solvency is not in question
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Return of Business to When do you expect business at your firm to return to something close
Pre-Pandemic Levels to pre-pandemic levels?

A Overall, expectations for returning to pre- 50%
pandemic levels have shifted further into
the future, compared with late 2020
survey results. Less than half of
respondents (45%) have already met pre-
pandemic levels or expect business to
return to pre-pandemic levels before the
end of 2021, down from 61% of late 2020
respondents.

40% 38.6%

A The biggest shift since the last survey
was an increase in the portion of 30%
respondents expecting recovery in 2022,
up from 25% in late 2020 to 39% in these
winter survey results.

27.3%

20%

13.9%

13.4%
10%
3.7% 3.1%
Have already met or First half of 2021 Second half of 2021 2022 2023 or later Never

surpassed pre-
pandemic levels
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Return of Business to

Pre-Pandemic Levels
(continued)

A Expectations for returning to pre-
pandemic levels vary by business
category, with allied services and
accommodations having substantial
portions of respondents that have already
met pre-pandemic levels.

However, these same two business
categories also have the largest portions
of respondents who expect business to
return in 2023 or later.

A Attractions and food/drink respondents
were most likely to expect business to
return in the second half of 2021 or in
2022.

60%

50%

40%

30%

20%

10%

0%

When do you expect business at your firm to return to something close to
pre-pandemic levels? (by Primary Business Activity)

54.4%
44.6%
. 34.0%
32.3% 31.4%
29.8%
25.8%
23.4%
21.3%
19.2%
17.5%
12.8%
10.5%
7.4% 4%
5.8% / . .
3.9% 3.3% I ) 80/3_5% 4.3% 4.3%
| e L]

Q16: Overnight accommodation Q16: Food/drink establishment Q16: Attraction/entertainment Q16: Allied & other businesses
company (goods & services)

Have already met or surpassed pre-pandemic levels ® First half of 2021
Second half of 2021 m 2022

m 2023 or later Never
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Pandemic-related
Questions

How would you describe business activity at your firm over the last 6-9 months?

A In addition to the many survey questions 30%

that directly or indirectly provided insights

into business conditions during the

pandemic, two questions addressed 25 0%

more specific pandemic-related : 25%

dimensions of business activity.
22.3%

A The first of these two questions asked
about the nature and direction of changes
in business activity over the last 6-9 20%
months, a time period entirely within the 18.0% .
COVID-19 pandemic. Among Six 17.4%
response options, three reflected overall
positive changes and three reflected 15%
overall negative changes. Overall positive 13.0%
change options represented just under 70
half of responses (48%), while overall
negative change options represented just
over half (52%). 10%

Looking at the response options at the
ends of the spectrum, four times as many
respondents saw their business activity
as steadily improving (17%), as
compared with respondents who saw
business as steadily declining (4%) over
the last 6-9 months.

4.3%

5%

0%
6. Steadily declining 5. Volatile; more bad4. Mostly flat at poor 3. Mostly flat or 2. Up and down, but 1. Steadily

than good levels steady, butat  more good than bad improving
acceptable levels
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Pandemic-related
Questions (continued)

A The second pandemic-related question
asked about impacts of current COVID-
related operating restrictions. Many
restrictions that had been in place over
the holiday season had been lifted before
this survey in March. Eighty five percent
of respondents indicated negative effects
from the restrictions, including 43%
responding fAsignifica

A 6% of respondents described the impact
as a positive effect, and another 9.5%
indicated no discernible effect.

How would you describe the impact of current COVID-related operating restrictions?

50%

40%

30%

20%

10%

0%

43.1%

23.4%

I 18.2%

9.5%

5.8%

1. Significant negative 2. Moderate negative 3. Slight negative effect 4. No discernible effect 5. Positive effect (any
effect effect amount)

m

eXPLORE
MINNESOTA



Additional Survey Topics

Additional survey questions addressed topics not covered

in this summary i operating capacity, demand, price
inflation, employment, labor availability and wages.

Although these topics are not typically covered in Explore
Mi nnesotads business conditions surveys,

included in this survey as a result of the cooperative

approach employed to develop and execute a survey that

would serve the interests of all three partnering
organizations. Please refer to survey reports of the
Federal Reserve Bank of Minneapolis and Hospitality
Minnesota for possible coverage of results on those
survey topics.

Respondent Comments

Despite some positives reflected in survey results, the

majority of comments again reflected continued frustration

over low business levels, with some expressing the
viewpoint that operation restrictions should be further
minimized or removed entirely. A few respondents said
they are in the process of closing their business, due to
accumul ated | osses and | i
provide a path forward.

Some comments supported staying the course, and
gradually lifting restrictions as more safe movement is

mi ted future

allowed by an increasing number of vaccinated travelers.

Hopefully, results from the next quarterly survey in May

will build on the limited positive results reported here from

the winter survey, and Mi
industry will be back on track for a brighter future.

nnesot ads

travel

t hey were

and

prospects that donoét

hospitality
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